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Board of Directors

Milestone Advisors LLC

We have audited the accompanying statement of financial condition of Milestone Advisors

LLC the Company Delaware Company as of December 31 2010 and the related

statements of income members equity and cash flows for the year then ended that you are

filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934 These financial

statements are the responsibility of the Companys management Our responsibility is to

express an opinion on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the

United States of America as established by the American Institute of Certified Public

Accountants Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material

misstatement An audit includes consideration of internal control over financial reporting as
basis for designing audit procedures that are appropriate in the circumstances but not for

the purpise of expressing an opinion on the effectiveness of the Companys internal control

over financial reporting Accordingly we express no such opinion An audit also includes

examining on test basis evidence supporting the amounts and disclosures in the financial

statements assessing the accounting principles used and significant estimates made by

management as well as evaluating the overall financial statement presentation We believe

that our audit provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material

respects the financial position of Milestone Advisors LLC as of December 31 2010 and the

results of its operations and its cash flows for the year then ended in
conformity with

accounting principles generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial

statements taken as whole The supplementary computation of net capital is presented for

purposes of additional analysis and is not required part of the basic financial statements
but is supplementary information required by Rule 7a-5 under the Securities Exchange Act

of 1934 Such supplementary information is the responsibility of the Companys
management The supplementary information has been subjected to the auditing

procedures applied in the audit of the basic financial statements and in our opinion is fairly

stated in all material respects in relation to the basic financial statements taken as whole

/J -iiL Li

Baltimore Maryland

February 22 2011

Grant Thornton LLP

U.S member trm of Grant Thornton Internationa Ltd
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Milestone Advisors LLC

STATEMENT OF FINANCIAL CONDITION

December 31 2010

ASSETS

CURRENT ASSETS
Cash $3728095

Accounts receivable 1680740

Due from related parties 522884

Prepaid expenses 102409

Total current assets 6034128

OTHER ASSETS

Property and equipment net 49221

Deposits 12440

Investments at fair value 346813

$6442.602

LIABILITIES AND MEMBERS EQUITY

CURRENT LIABILITIES

Accounts payable and accrued liabilities $2443776
Deferred rent 6855

Deferred revenue 325903

Total current liabilities 2776534

COMMITMENTS AND CONTINGENCIES

MEMBERS EQUITY 3666068

$6442602

The accompanying notes are an integral part of these financial statements



Milestone Advisors LLC

STATEMENT OF INCOME

Year ended December 31 2010

Revenues

Advisory fees $15279557

Reimbursed expenses 550765

Interest and other income 36921

15867243

Expenses
Compensation and benefits 10002097

Administrative expenses 3070665

Travel and entertainment 1079036

Occupancy 360787

14512585

NET INCOME 1.354.658

The accompanying notes are an integral part of these financial statements



Milestone Advisors LLC

STATEMENT OF MEMBERS EQUITY

Year ended December 31 2010

Members equity January 2010 4025752

Distributions 1715000

Other comprehensive income 658

Net income 1354658

Members equity December 31 2010 3666.068

The accompanying notes are an integral part of these financial statements



Milestone Advisors LLC

STATEMENT OF CASH FLOWS

Year ended December 31 2010

Increase decrease in cash

Cash flows provided by operating activities

Net income 1354658

Adjustments to reconcile net income to net cash

provided by operating activities

Depreciation and amortization 20345

Investments received in lieu of fees 335000
Changes in assets and liabilities

Accounts receivable 1154877
Other receivable 11858

Due from employees 367122

Due from parent net 240908
Accounts payable and accrued liabilities 1242686

Prepaid expenses 17399

Deferred rent 3938
Deferred revenue 9973

Net cash provided by operating activities 1289318

Cash flows used in investing activities

Purchase of equipment 3942

Cash flows used in financing activities

Distributions 1715000

NET DECREASE IN CASH 429624

Cash at beginning of year 4157719

Cash at end of year 3728.095

The accompanying notes are an integral part of these financial statements



Milestone Advisors LLC

NOTES TO FINANCIAL STATEMENTS

December31 2010

NOTE ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES Continued

Organization and Business

Milestone Advisors LLC Delaware limited liability company the Company is

broker-dealer in securities under the Securities Exchange Act of 1934 the Act and

is non-clearing member of the Financial Industry Regulatory Authority FINRA
The Company does not carry any customer accounts and is accordingly exempt

from the Acts Rule 15c3-3 the Customer Protection Rule pursuant to provision

K2i of the rule

In addition to the broker-dealer services the Company engages in investment

banking services which include providing financial advisory services to institutional

customers advising and arranging capital sourcing and assisting with mergers and

acquisitions The Company also provides loan asset valuation services of financial

institutions under long-term contract with federal agency The Company operates

from leased facilities located in Washington DC Newport Beach CA and New

York NY provided by its sole member Milestone Merchant Partners LLC MMP
and its own office in Miami Florida Services are provided in the United States of

America

As an LLC no member shall be personally liable for any debt liability or other

obligation of the Company and no member shall have any liability in excess of the

amount of its capital contributions its share of any assets and undistributed profits of

the Company and the amount of any wrongful distribution to the member There is

only one class of member

Allocation of Expenses

The Company is party to an expense sharing agreement with MMP In accordance

with that agreement certain operating expenses are allocated to the Company from

MMP The Company also has revenue and expense sharing agreement with

another subsidiary of MMP Milestone Asset Resolution Company LLC MARC In

accordance with that agreement MARC is compensated by the Company for certain

professional services it provides to the Company



Milestone Advisors LLC

NOTES TO FINANCIAL STATEMENTS CONTINUED

December 31 2010

NOTE ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES Continued

Revenue Recognition

The Company uses the accrual method of accounting and recognizes revenue when

there is evidence of an arrangement the services have been provided the revenue

is fixed and determinable and collectability is reasonably assured

Advisory fees represent fees arising from financings for which the Company acts as

an agent and fees earned from providing merger and acquisition and financial

advisory services These fees are recognized at the time the transactions are

completed and the income is fixed and determinable Retainer fees received in

advance are deferred and recognized as revenue ratably over the term of the

contract or as services are performed

Reimbursed expenses are fees earned for expenses incurred by the Company

during the performance of services related to advisory engagements

Interest and other income includes interest earned on cash balances and dividends

received from investments

Collectability of Accounts Receivable

The Company does not maintain an allowance for doubtful accounts because based

on managements estimates of the creditworthiness of its clients analysis of

subsequent changes in contracts analysis of delinquent accounts the payment

histories of the accounts and managements judgment with respect to current

economic conditions and in the opinion of management an allowance is not

required In the event of client default on its obligations to the Company the

Company recognizes that expense as bad debt expense In 2010 there was no

amount charged to bad debt expense

10



Milestone Advisors LLC

NOTES TO FINANCIAL STATEMENTS CONTINUED

December 31 2010

NOTE ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES Continued

Investments

Investments include United States domestic investments

The Company holds investments in equity securities The Company classifies

investments in equity securities as trading available for sale or held to maturity As

of December 31 2010 all of the Companys marketable securities are classified as

available for sale and recorded at aggregate fair values Fair values are determined

as the last reported sales price on the valuation date if available or if not readily

marketable using internal valuation models Changes in the fair value of available

for sale securities are included in other comprehensive income separate

component of members equity unless such changes are deemed to be other than

temporary which are recognized in the statements of income

Income Taxes

As single member limited liability company the Company is required to report all

items of income credit deduction and loss in the tax returns of the Companys sole

member MMP Accordingly no federal income taxes are provided for by the

Company in the accompanying financial statements

Use of Estimates

In preparing financial statements in conformity with accounting principles generally

accepted in the United States of America management is required to make

estimates and assumptions that affect the reported amounts of assets and liabilities

the disclosure of contingent assets and reported revenues and expenses Actual

results could differ from those estimates

Property and Equipment

Property and equipment are stated at cost The Company capitalizes all purchases

of property and equipment greater than $1000 Depreciation is provided in amounts

sufficient to relate the cost of depreciable assets to operations over their estimated

service lives of to years The Company uses the straight-line method for

computing depreciation

11



Milestone Advisors LLC

NOTES TO FINANCIAL STATEMENTS CONTINUED

December 31 2010

NOTE ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES Continued

Statement of Cash Flows

For the purposes of the statement of cash flows the Company has defined cash

equivalents as highly liquid investments with original maturities at date of purchase

of three months or less

Advertising Costs

Costs incurred for advertising are expensed as incurred and amounted to $32816

forthe year ended December 31 2010

Fair Value of Financial Instruments

The fair value of financial instruments classified as assets and liabilities including

cash and cash equivalents accounts receivable and accounts payable and accrued

expenses approximates carrying value due to the short-term maturity of the

instruments

Impact of Recent Accounting Standards/Pronouncements

In January 2010 the FASB issued guidance that clarifies existing disclosures and

requires new disclosures about fair value measurements The clarifications and the

requirement to disclose the amounts and reaons for significant transfers between

Level and Level and significant transfers into and out of Level of the fair value

hierarchy are effective for periods beginning after December 15 2009 The new

requirement that purchases sales issuances and settlements be presented gross

in the Level reconciliation is effective for fiscal years beginning after December 15

2010 and for interim periods within those years with early adoption permitted Since

this new guidance only amends the disclosure requirements it does not have any

impact on the Companys financial statements

12



Milestone Advisors LLC

NOTES TO FINANCIAL STATEMENTS CONTINUED

December 31 2010

NOTE INVESTMENTS AND FAIR VALUE

The Company owns stock in company which has been classified as an available

for sale security In 2010 these shares increased in value by $658 and were

recorded in other comprehensive income included in members equity on the

balance sheet Additionally during 2010 the Company received stock in two of its

clients in lieu of cash compensation These items have been included in the

investments on the balance sheet at their fair value

Fair Value Measurement

The Company carries its investments at fair value Fair value is the price that would

be received to sell an asset or paid to transfer liability in an orderly transaction

between market participants at the measurement date fair value measurement

assumes that the transaction to sell the asset or transfer the liability occurs in the

principal market for the asset or liability or in the absence of principal market the

most advantageous market Valuation techniques that are consistent with the

market income or cost approach are used to measure fair value

The fair value hierarchy prioritizes the inputs to valuation techniques used to

measure fair value into three broad levels

Level are observable inputs which are quoted prices unadjusted in active

markets for identical assets or liabilities the Company has the ability to access

Level are inputs other than quoted prices included within Level that are

observable for the asset or liability either directly or indirectly

Level are unobservable inputs for the asset or liability and rely on

managements own assumptions about the assumptions that market participants

would use in pricing the asset or liability

The following is description of the valuation methodologies and inputs used for

assets and liabilities measured at fair value as well as the general classification

pursuant to the valuation hierarchy

Equity securities Valued at the closing price reported on the active market

on which the individual or similar securities are traded

13



Milestone Advisors LLC

NOTES TO FINANCIAL STATEMENTS CONTINUED

December 31 2010

NOTE INVESTMENTS AND FAIR VALUE Continued

FairValue Measurement

Other equity securities Valued at estimates based on industry standard

pricing methodologies and internally developed models utilizing significant

inputs not based on nor corroborated by readily available market information

This category consists of equity securities that are not publicly traded

For the year ended December 31 2010 the Companys assets are measured using

Level and Level inputs The following table presents the Companys fair value

hierarchy for those assets and liabilities measured at fair value on recurring basis

as of December 31 2010

Fair Value Measurements on Recurring Basis

as of December 31 2010

Netting

and

Level Level Level Collateral Total

Assets

Financial instruments owned

Equity securities $12440 12440

Other equity securities 335000 335000

Totals $12.440 $335e000 $347440

The following table summarizes the changes in fair value of assets and liabilities

measured at fair value on recurring basis using significant unobservable inputs

Level for the year ended December 31 2010 including the additional requirement

to classify securities by major category defined as the major security type

classifications within ASC 320

Total

Realized Purchases Ending

Unrealized Issuances Balance as of

January 12010 Gains and Sales net December 31 2010

Other equity securities $335000 $335000

14



Milestone Advisors LLC

NOTES TO FINANCIAL STATEMENTS CONTINUED

December 31 2010

NOTE RELATED PARTY TRANSACTIONS

In accordance with an expense sharing agreement the Company recognizes the

expenses incurred by MMP on the Companys behalf as operating expenses The

Company also periodically makes advances to MMP in accordance with the expense

sharing agreement As of December 31 2010 MMP owed the Company $520358

MMP has revolving line-of-credit for which MMP has pledged its membership

interests of the Company as collateral for the borrowing The Chairman of MMP also

serves as the Vice Chairman of the bank that provides the revolving line-of-credit In

2010 the Company paid consulting fees and bonuses to the Chairman of MMP in

the amount of $100000

The Company engages personnel from MARC to assist with the performance of

certain of its loan asset valuation services For the year ended December 31 2010
the Company incurred expenses of $1314814 as payment to MARC for these

services

The Company participates in the 401k retirement plan the Plan offered by MMP
Participants in the Plan may contribute up to 25% of their compensation as defined

the Company may make certain matching contributions under formula set forth in

the Plans documents The Company made employee matching contributions of

$61324 for the year ended December 31 2010

NOTE PROPERTY AND EQUIPMENT

Property and equipment consist of the following

Computers and equipment $100903
Furniture and fixtures 19194

120097
Less accumulated depreciation 70876

Net property and equipment 49221

15



Milestone Advisors LLC

NOTES TO FINANCIAL STATEMENTS CONTINUED

December 31 2010

NOTE NET CAPITAL REQUIREMENT

As registered broker-dealer under the Act and member of FINRA the Company is

subject to the Securities and Exchange CommissionsSEC Uniform Net Capital

Rule 15c3-1 of the Act The Company is required to maintain minimum net capital

as defined of 2/3% of aggregate indebtedness or $5000 whichever is greater

Net capital and aggregate indebtedness change from day-to-day but as of

December 31 2010 the Company had net capital of $2973794 which exceeded

minimum net capital requirements by $2942885

NOTE CONCENTRATIONS

For the year ended December 31 2010 one customer accounted for 89% of

accounts receivable and two customers accounted for 50% of advisory fee revenue

NOTE COMMITMENTS AND CONTINGENCIES

The Company is obligated under an operating lease with an initial non-cancelable

term that expires in 2012 The lease term is 38 months and the Company recognizes

rent expense on straight-line basis Aggregate annual rentals for office space and

equipment at December 31 2010 are

Year Amount

2011 $81533
2012 6811

Occupancy expense including $237003 allocated from MMP amounted to

$360787 for the year ended December 31 2010

16



Milestone Advisors LLC

NOTES TO FINANCIAL STATEMENTS CONTINUED

December 31 2010

NOTE COMPENSATION PLAN

Effective January 2007 the Board of Directors of MMP approved an equity

incentive plan entitled Milestone Merchant Partners LLC 2007 Phantom Equity

Participation Plan the Plan The Plan provides for awards to be made to certain

employees of the Company in the form of an unvested grant of Phantom Equity The

Board in its discretion determines the percentage interest in an investment pool

granted to participant pursuant to each award All vested awards are to be paid in

cash to the participant at either the end of the three year vesting period or at time of

termination As of December 31 2010 awards totaling $193000had been granted

to employees of the Company all of which has vested

NOTE SUBSEQUENT EVENTS

The Company evaluated its December 31 2010 financial statements for subsequent

events through February 22 2011 the date the financial statements were available

to be issued The Company is not aware of any subsequent events which would

require recognition

17
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Milestone Advisors LLC

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15c3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

December 31 2010

Net capital

Members equity $3666068
Addition for discretionary bonuses 1987000

Adjustment for fidelity bond 5000

Adjusted net worth 5648068

Deductions for non-allowable assets

Accounts receivable net of related deferred revenue

balances of $40233 1640507

Due from related parties 522884

Prepaid expenses 102409

Property and equipment net 49221

Deposits 12440

Investments 346813
2674274

Net capital $2.973.794

Minimum net capital requirement the larger of 2/3% of

aggregate indebtedness of $463631 or minimum net

capital requirement $5000 30909

Excess net capital $2.942.885

Ratio of aggregate indebtedness to net capital 15.6%

Schedule of aggregate indebtedness

Accounts payable and accrued liabilities net of discretionary

bonuses of $1987000 456776

Deferred rent 6855

463.631

Reconciliation with the Companys computation included

in Part II of Form X-17 A-5 as of December 31 2010
Net capital as reported in Companys Part II unaudited $2.973.794

FOCUS report

Net capital per above $2.973794

19



Milestone Advisors LLC

STATEMENT REGARDING RULE 15c3-3

December 31 2010

The Company is exempt from Rule 5c3-3 of the Securities and Exchange Commission

under paragraph k2i of the rule

20
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Report of Independent Registered Public Accounting Firm 410.837.0587

on Internal Control Required by SEC Rule 17a-5G
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Board of Directors

Milestone Advisors LLC

In planning and performing our audit of the financial statements of Milestone.Advisors LLC

the Company as of and for the year ended December 31 2010 in accordance with

auditing standards generally accepted in the United States of America established by the

American Institute of Certified Public Accountants we considered the Companys internal

control over financial reporting internal control as basis for designing audit procedures

for the purpose of expressing an opinion on the financial statements but not for the purpose

of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we express no such opinion

Also as required by Rule 17a-5g1 of the U.S Securities and Exchange Commission

SEC we have made study of the practices and procedures followed by the Company

including consideration of control activities for safeguarding securities This study included

tests of compliance with such practices and procedures that we considered relevant to the

objectives stated in Rule 17a-5g in making the periodic computations of aggregate

indebtedness or aggregate debits and net capital under Rulel7a-3a11 and the reserve

required by Rule 15c3-3e Because the Company does not carry security accounts for

customers or perform custodial functions relating to customer securities we did not review

the practices and procedures followed by the Company in any of the following

Making the quarterly securities examinations counts verifications and

comparisons and the recordation of differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section

of Federal Reserve Regulation of the Board of Governors of the Federal Reserve

System

Obtaining and maintaining physical possession or control of all fully paid and excess

margin securities of customers as required by Rule 15c3-3

Management of the Company is responsible for establishing and maintaining effective

internal control and the practices and procedures referred to in the preceding paragraph In

fulfilling this responsibility estimates and judgments by management are required to assess

the expected benefits and related costs of controls and of the practices and procedures

referred to in the preceding paragraph and to assess whether those practices and

procedures can be expected to achieve the SECs above-mentioned objectives Two of the

objectives of internal control and the practices and procedures are to provide management

with reasonable but not absolute assurance that assets for which the Company has

Grant Thornton LLP

U.S member firm of Grant Thornton International Ltd



GrantThornton

responsibility are safeguarded against loss from unauthorized use or disposition and that

transactions are executed in accordance with managements authorization and recorded

properly to permit the preparation of financial statements in conformity with accounting

principles generally accepted in the United States of America US GAAP Rule 17a-5g

lists additional objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred

to above error or fraud may occur and not be detected Also projection of any evaluation of

them to future periods is subject to the risk that they may become inadequate because of

changes in conditions or that the effectiveness of their design and operation may

deteriorate

deficiency in internal control exists when the design or operation of control does not

allow management or employees in the normal course of performing their assigned

functions to prevent or detect and correct misstatements on timely basis material

weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the Companys financial

statements will not be prevented or detected and corrected on timely basis

Our consideration of internal control would not necessarily identify all deficiencies in internal

control that might be material weaknesses Given these limitations during our audit we did

not identify any deficiencies in the Companys internal control including control activities for

safeguarding securities that we consider to be material weaknesses However material

weaknesses may exist that were not identified

We understand that practices and procedures that accomplish the objectives referred to in

the second paragraph of this report are considered by the SEC to be adequate for its

purposes in accordance with the Securities Exchange Act of 1934 and related regulations

and that practices and procedures that do not accornpish such objectives in all material

respects indicate material inadequacy for such purposes Based on this understanding

and on our study we believe that the Companys practices and procedures as described in

the second paragraph of this report were adequate at December 31 2010 to meet the

SECs objectives

This report is intended solely for the information and use of the Board of Directors

management the SEC the Financial Industry Regulatory Authority and other regulatory

agencies that rely on Rule 17a-5g under the Securities Exchange Act of 1934 in their

regulation of registered brokers and dealers and is not intended to be and should not be

used by anyone other than these specified parties

Lr TLt LL
Baltimore Maryland

February 22 2011

Grant Thornton LLP

U.S member firm of Grant Thornton International Ltd
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GrantThornton

Audit Tax Advisory

Grant Thornton LLP

South Street Suite 2400

Report of Independent Registered Public Accounting Firm Baltimore MD 21202-7304

on Applying Agreed-Upon Procedures to an Entitys Security T410 5.40

Investor Protection Corporation Assessment Reconciliation www.GrantThornton.com

Directors of Milestone Advisors LLC

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have

performed the procedures enumerated below with respect to the accompanying Schedule of

Assessment and Payments Assessment Reconciliation Form SIPC-7 to the

Securities Investor Protection Corporation SIPC for the Year Ended December 31 2010

which were agreed to by Milestone Advisors LLC and the U.S Securities and Exchange

Commission Financial Industry Regulatory Authority Inc and SIPC solely to assist you and

the other specified parties in evaluating Ivlilestone Advisors LLCs compliance with the

applicable instructions of the General Assessment Reconciliation Form SIPC-7 Milestone

Advisors LLCs management is responsible for Milestone Advisors LLCs compliance with

those requirements

This agreed-upon procedures engagement was conducted in accordance with attestation

standards established by the American Institute of Certified Public Accountants The

sufficiency of these procedures is solely the responsibiity of those parties specified
in this

report Consequently we make no representation regarding
the sufficiency of the procedures

described below either for the purpose for which this report has been requested or for any

other purpose The procedures we performed and our findings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash

disbursement records entries including check copies noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the
year

ended

December 31 2010 as applicable with the amounts reported in Form SIPC-7 for the year

ended December 31 2010 noting no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and

working papers including the Statement of Income by Quarter and the annual audited

financial statements noting no differences

Proved the arithmetical accuracy
of the calculations reflected in Form SIPC-7 and in the

related schedules and working papers including the Statement of Income by Quarter

noting no differences

Grant Thornton LIP

US member hrm of Gant Thornton International Ltd



GrantThornton

We were not engaged to and did not conduct an examination the objective of which would be

the
expression of an opinion on compliance Accordingly we do not express

such an opinion

Had we performed additional procedures other matters might have come to our attention that

would have been reported to you

This
report

is intended solely for the information and use of the specified parties listed above

and is not intended to be and should not be used by anyone other than these specified parties

Baltimore Maryland

February 22 2011

Grant Thornton LLP

U.S member lirm of Grant Thornton International Ltd
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Directors of Milestone Advisors LLC

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have

performed the procedures enumerated below with respect to the accompanying Schedule of

Assessment and Payments Assessment Reconciliation Form SIPC-7 to the

Securities Investor Protection Corporation SIPC for the Year Ended December 31 2010

which were agreed to by Milestone Advisors LLC and the U.S Securities and Exchange

Commission Financial Industry Regulatory Authority Inc and SIPC solely to assist you and

the other specified parties in evaluating Milestone Advisors LLCs compliance with the

applicable instructions of the General Assessment Reconciliation Form SIPC-7 Milestone

Advisors LLCs management is responsible for Milestone Advisors LLCs compliance with

those requirements

This agreed-upon procedures engagement was conducted in accordance with attestation

standards established by the American Institute of Certified Public Accountants The

sufficiency
of these procedures is solely the

responsibility
of those

parties specified
in this

report Consequently we make no representation regarding the sufficiency of the procedures

described below either for the purpose for which this
report

has been requested or for any

other purpose The procedures we performed and our findings are as follows

Compared the listed assessment payments in Form SIPC7 with respective cash

disbursement records entries including check copies noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the year ended

December 31 2010 as applicable with the amounts reported in Form SIPC-7 for the
year

ended December 31 2010 noting no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and

working papers including the Statement of Income by Quarter and the annual audited

financial statements noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the

related schedules and working papers including the Statement of Income by Quarter

noting no differences

Report of Independent Registered Public Accounting Firm

on Applying Agreed-Upon Procedures to an Entitys Security

Investor Protection Corporation Assessment Reconciliation

Grant Thornton LLP

U.S member frm of Grant Thornton International Ltd
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We were not engaged to and did not conduct an examination the objective of which would be

the expression of an opinion on compliance Accordingly we do not express
such an opinion

Had we performed additional procedures other matters might have come to our attention .that

would have been reported to you

This
report

is intended solely for the information and use of the specified parties
listed above

and is not intended to be and should not be used by anyone other than these specified parties

d1tt-

Baltimore Maryland

February 22 2011

Grant Thornton LLP

U.S member brm at Grant Thornton Intemahonal Ltd


